Rule No. 560-X-16-.06. Reimbursement for Covered Drugs and Services.

1) Medicaid pays for certain legend and non-legend drugs prescribed by
practitioners legally licensed by the state of Alabama to prescribe the drugs authorized
under the program and dispensed and/or administered by a licensed pharmacist or
licensed authorized physician in accordance with state and federal laws as stated in Rule
560-X-16-.01.

2 Multiple Source Drugs. Reimbursement for covered multiple source drugs
in the Medicaid Program shall not exceed the lowest of:

@ The federally mandated upper limit (FUL) for certainymultiple
source drugs as established and published by CMS plus a reasonable dispensing fee as
discussed in paragraph (6) below; or

(b) The Alabama Estimated Acquisition Cost (AEAC) ffor the drug
plus a reasonable dispensing fee. AEAC is defined by Medicaid as the Average
Acquisition Cost (AAC) of the drug or, in cases where no AAC isavailable, the
Wholesale Acquisition Cost (WAC) + 9.2%; or

(© The provider's Usual and Customary eharge to,theigeneral public
for the drug; or

(d) The Alabama State Maximum Allowable Cest (State MAC) plus a
reasonable dispensing fee. The State MAC is defined asithe AAC of a drug multiplied by
at least 1.0 that will apply to all multiple source drugs withinwa particular grouping. The
State MAC reimbursement will apply to certain multiple source drug products that meet
therapeutic equivalency, market availability;and,other criteria deemed appropriate by the
Alabama Medicaid Agency. Reimbursement methedelogy for the State MAC shall be as
follows:

e Drugs are subject to a State MAC if there is at least one non-
innovator multiple source alternative product available.

e /The AlabamaMedicaid Agency or its designated representative
will eollect and review pharmacy invoices and other information
deemedinecessary by the Alabama Medicaid Agency in an effort to
determine’AAC in accordance with applicable State and Federal
law,

e, This information will be collected from Medicaid-participating
pharmacies via surveys. The AAC is multiplied by at least 1.0 to
derive the State MAC rate that will apply to all multiple source
drugs within the particular grouping.

e The Alabama Medicaid Agency will periodically review the rates
and adjust them as necessary to reflect the Alabama Medicaid
Agency’s understanding of prevailing market conditions.

EXCEPTION: The FUL and/or State MAC may be waived for a brand innovator
multiple-source drug. For these cases the prescriber must provide documentation of the
medical necessity for the brand name rather than the available generic equivalent and
receive an override.



3 Other Drugs. Reimbursement for covered drugs other than multiple
source drugs shall not exceed the lower of:

@) The Alabama Estimated Acquisition Cost (AEAC) for the drug
plus a reasonable dispensing fee . AEAC is defined by Medicaid as the Average
Acquisition Cost (AAC) of the drug or, in cases where no AAC is available, the
Wholesale Acquisition Cost (WAC) + 9.2%; or

(b) The provider's Usual and Customary charge to the general public
for the drug; or

(© For blood clotting factor products, Medicare Part B/Drug pricing
plus a reasonable dispensing fee.

4) Blood clotting factor products. In addition to providing blood clotting
factor, providers of the Alabama Medicaid Agency are required to provide, at the
minimum, clinically appropriate items and services to their hemophiliapatients-as
outlined in Rule No. 560-X-16-.31.

(5) The pharmacist shall submit claims in the unitsispecified on the
prescription by the prescribing physician up to a 34-day‘supply.. Payment for units
greater than 34 days may be recouped by Medicaid unlessithe pharmacist can provide
documentation to support the units dispensed. Megdications:supplied in a dosage form
that would prevent the dispensing of an exact 30 up t@'a 34-day supply for chronic
medications, such as insulin, may require quantities that exceed the 34-day maximum and
would not be subject to recoupment as long as the pharmacist can provide appropriate
documentation.

(6) Dispensing Fees. A reasenable dispensing fee is set by the Agency. This
fee is reviewed periodically forreasonableness and, when deemed appropriate by
Medicaid, may be adjusted:

(7) Unless 75% of the*original days supply has been utilized or there is a
documented consultation‘with the prescribing physician only one dispensing fee is
allowed.forna 30 up te a 34-day supply of the same drug per month.

(8) The Veterans Health Care Act of 1992 enacted section 340 B of the Public
Health Services Act, "Limitation on Prices of Drugs Purchased by Covered Entities".
This Section provides that a manufacturer who sells covered outpatient drugs to eligible
entities mustsign a pharmaceutical pricing agreement with the Secretary of Health and
Human Services in which the manufacturer agrees to charge to Medicaid a price for
covered outpatient drugs that will not exceed the average manufacturer price decreased
by a rebate percentage.
@ Eligible entities are as follows:

1. Federally qualified health centers.

2. Health centers for residents of public housing funded under
section 340A of the Public Health Services Act, (42 U.S.C. 256a.)



3. Family planning projects received grants or contracts under
section 1001 of the Public Health Services Act, (42 U.S.C. 300.)

4. An entity receiving a grant for outpatient early intervention
services for HIV disease under subpart Il of part C of title XXV1 of the Public Health
Services Act, (42 U.S.C. 300ff -51 et seq.)

5. A State-operated AIDS drug purchasing assistance program
receiving financial assistance.

6. A black lung clinic receiving funds.

7. A comprehensive hemophilia diagnostic treatment center
receiving a grant.

8. A native Hawaiian Health Center receiving funds.

9 An urban Indian organization receiving funds:

10.  Any entity, certified by the Secretary, receiving assistance
under title XX V1 of the Public Health Services Act, (42 U.S.C. 300ff et seqy)

11.  Any entity, certified by the Secretary, receiving funds
relating in the treatment of sexually transmitted disease.

12.  A"disproportionate share" hospital asidefined in section
1886 (d)(1)(B) of the Social Security Act.

9) When an eligible entity submits-a bill to the,Medicaid Agency for a drug
purchase by or on behalf of a Medicaid recipient, the amountibilled shall not exceed the
entity's actual acquisition cost for the drug, as chargedby the manufacturer at a price
consistent with the Veterans Health Care Act'0fi1992, plus the dispensing fee established
by the Medicaid Agency. Covered entities are identified to Medicaid by the Department
of Health and Human Service. These entities will be notified by Medicaid of their
designation as a Veteran's Health Care Act provider. These providers are required to bill
at actual invoice cost plus dispensing fee. As’manufacturer price changes occur,
providers must ensure that their billings are updated accordingly.

(10)  Audits of theeligible'entities' claims submissions and invoices will be
conducted by the Medicaid Agency. Providers must be able to verify acquisition costs
through review ofiactual invoices for the time frame specified. Charges to Medicaid in
excess ofsthe actual invoice costs will be subject to recoupment by the Medicaid Agency.

Author:_leynn Abrell, Associate Director, Drug Rebate.

Statutory Authority: State Plan, Attachment 3.1-A and 4.19-B; Title XI1X, Social
Security Act; 42/CFR Section 447.205 & Section 447.331; Omnibus Budget
Reconciliation Act of 1990 (Public Law 101-508); Veterans Health Care Act of 1992
(Public Law 102-585).

History: Rule effective October 1, 1982. Amended: October 29, 1987: December 10,
1987; April 14, 1992; November 12, 1993; April 12, 1996; November 12, 1997; and
February 10, 1998. Amended: Filed March 19, 1999; Effective June 10, 1999.
Amended: Filed March 20, 2002; effective June 14, 2002. Amended: Filed April 20,
2005; effective July 15, 2005. Amended: Filed July 20, 2007; effective December 14,
2007. Amended: Filed January 22, 2008; effective May 1, 2008. Amended: Emergency



Rule filed and effective November 2, 2009. Amended: Filed November 18, 2009;
effective February 15, 2010. Amended: Filed May 20, 2010.
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